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NOTE,
This statement in & part of tha fall Beport of Hearinge bafors ths Committes on
Banking and Currency, Fifky-fourth Ucngress, und the pages nombers of that voluome
ara rotaihed.
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CoMMITTER ON BANKING AXD OURRENOY,
Waehington, D, €., Thursdoy, Janwary 28, 1897,

Tha committes met at 1030 a. m,

Members present: The chairman {3r. Walker), and Messras. Brosiuas,
Jolnson, Van Voorhis, McCleary, Fowler, Lofever, Bpalding, Oalder-
head, Hill, Cooke, Cox, Btallings, Blaek, Xewlands, avd Hendrick,

The CHAIRMAN. Gentleran of the eommittes, we are to hear to-day
Mr. James H. Eckels, Comptroller of the Currency.

The Comptroller of the Currency appeared before the eommitfes in
response to the following reseintion :

{Exiract from the Nacord of the meeting :f Eaﬂ;ﬁnmilm:u vn Bucking and Currenoy, Decam-
er 1 3

Mr. Brosros offered the fellowing resolution, which was nnasnimonsly agreed to:

Eesolved, That all geveral bills [H. K171, 1899, 6143, 7065, and T247] now before
the committee contemplating a revision Of’ﬂ:.e benking and currency system he
pubmitted to the Comptroller of the Curreney, with the request that Le avalyze the
same in writing and come befora this committes and atatn the effect of each Lill if
enacted into law, and also that ba formulate and sabrits to this committes bis views
of & proper measurs for the revision of the financial and banking system of the
conotry

.

STATENENT OF HON. JAMES H. ECKELS, COMPTROLLER OF THE
CURRENCY,

Mr. Eckels addressed the committes a8 followa:

Mr, UHAIRMAN AND GENTLEMEN 0F THE CodwuTTEE: I am not
sure I can be of much practical benefit to the committer at this time.
The commjttes were good anough to extend an invitation towe to come
before ok to present such views as L entertain upon the subject of
banking and currency, and wishing to cooperate with'¥gk in arriving
at such conclusions aa will remedy pateni delects in the existing bank-
ing and currency laws of the conntry, [ aceepted it, and am preseut
Lo discuss such goestions as it is deemed best to inquire into,
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There have been sent to me by the ehairman a number of bills which
were prepared and presented by different members of the cominittee,
and which, I believe, have been dircussed by the authors of them at
greater or less length, The accompanying commupication requested
me to analyze the same and state to the committes what I deemed
wonld be the effect of these bills if enactedintolaw. The task imposed
is rather a Jdificult oue, and I have not ondertaken it except in a gen-
eral way. [ have not reduced my views to writing, and therefure do
pot wish that which 1 say to be cousidered in the nature of a set
argunment, My purpose is to tallk ou the general subject in a very
cunversational way.,

I am sure everyone will agres that there is something wrong in the
financial eondition of the country, and that it oupbt to be remedied.
Toe difficnlty arises not 80 much it knowing what the causes are, but
in agreeing as to the remedying of the Ainanetal laws of whieh the peo-
ple complain,

LONG-JONTINTED FINANCTAL DEPRESSION,

The long-continoed financial depression under which the eountry
haa rested and the general il eondition of both onr own trade and
commercial relations huve been the means of attracting more attention
to the lack of proper finance luws than would otlherwise have followed.
I think it not unlikely the general public charge imore to the lack of
proper financial messores ag a cande of hard times than shonld attach
to anch eanse, My own belief is that a greab many canses have con-
tributed te produce the conditions which have charactorized the hnsi-
ness world throughout the lust few years. I think a great deal of
business loss and depression bas been brought about by overtrading
and a great deal by unwise specolation, 8o, too, n great deal has
resulted from an vndoe extengion of credit, and still more by nunsual
sud unoecessary extravaggocee in publie and private expenditure. A
eareful examination will ahow that there has been on the part of the
public & living beyond the public income, and on the part of the indi-
vidual @ similar disregard of the first ezsential to prosperity. o addi-
tion to all of thes: sources of commercial and indnstrin] wenkuess the
eountry haa passed through ab vousnal nomber of far-reaching ugita-
tions of domestic aond foreign guestions, all tending o disturb, unsettle,
and retard business undertakings.

LEGISLATION NEEDED.

Howevor, all these things in and of themselves would not have pro-
duced the results now recn had they not been bronght to a climax by
both bad (nancial legislation avd a want of good finaneial legislation.
It therefore secms to me, ns g step toward placing the country in a
proper condition, there ought to be enucted such legislation as will
completely retieve the Treasury’s currency diffienlties and give the
people & banking law that will, as nearly as possible, furnish all sec-
tions of the conntry with proper banking facilities, both as to deposits
and diseonnts and baok:-uote izsues.

VOLUME OF CURRENCY NOT THE QUESTION.

Throughout the whole discession of this question, both in the press
and in publie, and, with all Jdue deference to Cougress, in Congress
as well, it seems to me there hag heen more importance attached to
the mere matter of the voluue of the cirenlating medium of the country
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than to some other things which are quite, if not more, essential to a
right solution than velume. There may possibly have been o time in
the gountry when the volume of the cireulation was the most important
factor to consider, but I think that period has passed. It is a great
mistake to take the pozition that it is esgential to finaneial prosperity
that in any particolar country or it any partiecular financial center
there should always Le a large volume of money. The modern methods
nf transporiation and the improved methods of banking exchanges
have largely solved that question. 1t is now of a great deal less impor-
tance in this country, for instance, whether there is always here a large
volume of money than it is that here fa maintained the very highest

it, national, corporate, and individual, If we have credit and hold
out investments which offer inducemcents to those who have ecapital to
invest, it is immaterial whether loanabla capital is immediately in this
country or elsewhere. 1t will always seck the place where the returns
on the investments promise to be the best for the lender.

EETABLIEH NATIONAL CBREDIT.

The firat eazential to placing the people of this conntry npon a aafe
business basis is to go establish the national eredit thars it wiql ceass to
be a matter of discussion either here or elsewhere. It ought to be
rid of everytliing which raises the question as to whether or no the
country will at all times and nnder all circumstances maintain it. The
simple fact that there has been a continual discussion for the past four
years of the ability of the United States to maiotain the credit of the
country and redeem it8 demand obligations in gold baer alone been a
great source of financial embarressment to the people. The agitation
of it worked harm Lo them abroad and, through e reflex action, at home.
I wm thus certain that the important act is to take the step that will
obviate any farther disenssion upon the guestion of the maintenanes
hete of national credit. Ultimately, if not immediately, I think the
solntion of the guestion of money, standards, and volome of circulation
in this country will come through an economically sonnd banking bill.

BILLE BEFOBRE THE CCMMITTEER.

The bills whizh have baen presented, with a single exception—the one
pregented by Mr. Brosing—all tend o the same thing, in recognizing,
as the predominating evil in oor Guancial system and u souree of imme-
diate weakness, the demund obilgntions of the Government. The bill
prepared by the chairman of the committee recoguizes that tfact; the
bill which was prepared by Mr. Fowler recognizes that fact; the bill

repared by Mr. Hill recognizes that fact, and the bill prepared by Mr.
Jox does also. The bill prepared by Mr. Broains as an amendment to
the present law not only takes the position that these demand obliga-
tions are not an evil, butdistinetly provides that nothing in his bill shall
in any wise repeal or set aside the provisions of the preseut law which
provide that the demand obligations of the Goverument shall not be
canceled and retired, and makes comprlsory their reissne by the Secro-
tary of the Treasury. While these bills recognize this fact, they all
differ upon the point of how the Government shall be rid of these
obligations.

THE BOTROE OF OUR FINANCIAL TROUBLE.

I am confldent that the greatest source of the financial diffienlty in the
Treasury arises from the recurring current redemption of the demand
obligations of the Goverument. My own opinion in this Tegard is
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emphasized by the provisions of these variome bills whieh I have
enumerated. If it was put to any one of the authors of these meas-
ures, I do not believe there is one of them, except Mr. Brosius, whose
views, judging from bis bill, are very deciledly the other way, but
would say that the best thing to do, it # could be done without too
great expense, would be the funding through a bond issue of these
demand obligations, Inthis way the payment and cancellation of them
conld be had and the Government be put in a position where it would
not be necessary for it, at great cost and worry, to maintain against
them a gold reeerve for their current redempiion, Buot while seam
to agree that such course would be the best to pursue, there is appar-
ently a difference of opinicn as to whather it is at this time the most
practical thing to do, '

I am very free to eay that my own judgment is that the practical
thing in a matter affecting the public interest ia always the best thing,
and the best thing is always the practical thing., There may be, how-
ever, in this instapce, some very geod reasons known to those who take
such view why, it the desired thing is to be accomplished in the end,
the most direct way is not the best.

PROTESTS AGAINSBT RETIEEMENT OF GREEENBACKS.

I am aware that there is much protest and many objections urged
aﬁaingt the refunding and cancellation of the Government's demand
obligations, even an the part of those who believe they cause more or
less loss. The main objection ou the part of those who believe in the
retirement of them, but not in funding them throngh an issue of bonds,
is that the public would protest againat the plan and the resquisite leg-
ielation conld not be passed. The error of the general public arises
in the dret ivstance from looking upon a legal tender demand obliga-
tion of the Goverument, a8 o nonintareat-beartng debt, and in the second
becanse of a belief that their fanding would tend to contract the cono-
try's volume of currency. 16 ie not a noninterest-bearing debt, bot
instend i& the most expensive debt the Government has to do with,
Ag n direet money proposition the kegping idle and gut.wf the channels
of trade of a large rum of gold ag a necessary reserve, with the conse-
quent loss of interest oun it, is oue item of pontinoed expense, while the
interest npon and ultimate payment of the bomds to maintain the current
redemption of the legal-tender obligations is a atill larger itemn of eost
to the people., Added to these thiugs is the patent tact that these
demand obligationa are alwaye, in & time of finsncial depression, a
source of weakness not only to the Government but.to every business
interest, thus making them immeasursbly u greater burden than g
bonded indebtedness for a definite amount and limited as to payment
to a definite period of time. i

WOULD NOT CAUSE CONTEACTION.

Turning to the sugpested dangers of a confraction of the eurrency
the assumption that sueh a result to & harminl extent wounld follow 18
arroneons. I do not believe that a contraction of the currency bevond
that which is healthful is possible in this country, if this couutry’s eredit
is unguestioned and unquestionable, I do not believe, if the legal ten-
ders were retired gradually—you can net retire them all at one time,
and I do not think auybody ever contemplated that they should be——
any contraction in the volume of eur virculating mediom would follow
more than was needtul to business interesta.
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If the plan which was entered on by Becretary MeCulloch, muder an
act of Congress, had been continned to the end, the uount%‘.y would not
have suffered from hulf the financial diffioulties it has, There would
algo have been less financial heresies taught npon the subject of a Gov-
ernment-ereated money.

If thesa obligations should now be retired gradaally, whether by fond-
ing or otherwiee, it would be found wherever money was needed that
either the banks would supply the necessary currency or elze gold wounld
coma from other places where it was not needed to fill up any vacoum
here. :

The practical truth in currency matterais that there never is a vacunm
permitted to exist which onght to be filled, and where reasons exist why
it onght to be filled, but that it is immediately filled. The needed amount
for this purpose comes from places where there is too mueh money to be
profitably employed.

DANGER OF THE PEERENT BYBTEM,

If the legal tenders were retired, with the country possessed of a
proper banking bill, whatever deficiency was created or inerease in the
girculation was needed would come through the banks, or else gold
would come here from other countries, At present the business inter-
ests of the conntry do not sufter half as much in actual money loss
from the present banking syatem aa they do from the compulsory main-
tenance of the demand obligations of the Government, which are cur-
rently redeemed and which are never retived. It must be evident to
any man of practical buszinesg experience om this committes that he
would find himself financiglly embarrassed at the end of a reasounable
period of time if ke undertook to always keap out his own notes to
larger amounnt than it sermed he could redesm, and whenever he wonld
puay one wonld reissoe it again, whother or not it was necessary to ko
do. He would some time come up against a settling day which wonld
break him.

This i3 just the case with tho policy the Government iz trying to
make suceessful. It haa recently been near a seitling day, aud only by
a narrow margin escapad disaster, I hardly think it will be as fortn-
nete again. It certuinly ought not to ron the risk with the attendant
consequences that would fall upon all interests in ease of failure over-
taking it, 1f a8 I have stated, the evil through which our finanecial
system ontails the greatest loss ia these demand obligations, there will
not come from a revision of the preseut banking system s practical,
substantisl bepefit to the people nnhlees it is provided in some way to
got rid of them,

BANKSH BEHOULD ASETUME BEDEMIMIIOK OF NOTLE.

A prominent feature, as I have said, in all of these difforent bills, is
& provision to this end, and T think it may be said, so far as those who
have introduced the bills with such provision are coneerved, they ree-
ognize that the largest benefit to be obtained in o vew banking law is
to get the Government out of the buainess of issning credit eurrency
and bestow such power entirely upon the banlks, making the banks
maintain not only the current but the anent redemption of their
notes in gold. I think the banlks sre fully able to do this.

Mr. Joaxson. [ would like to have yon amplify that—that the banks
will be fully capable of susteining the burden,
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BANKING BEFORE THE WAR.

Mr. BEoxers. Up until the time of the war the banks of the country,
which weére not then either as strong in their financial condition or as
well equipped in facilities of exchange and methods of transportation,
wherever properly snd houestly condocted upen safe banking princi-
ples and not as apecnlative enterprises, maintained not only the corrent
and nltimate redemption of the notes which they issned, but were stron,
enough in their gold holdings to furnigh all the gold that wae ueedeg
for domestic trade and to settie international balances. They not only
did this up to the tima of the breaking out of the war, but for some
time thereafter. Again, after the resumption of the specie payments
they continwed to mainiain themaclves strong enovgh in their gold
holdings to fornish all the gold needed for all business purposes, but in
addition so eupplied it to those wishing it for any purpose that the
demand obligations of the Government were not presented for current
redemption.

Mr. Hior. And as o matter of fact we were more dependent upon
foreign nations at that time than now ¥

Mr. Eck®LS. Yes; very mnch more dependent.

The CHATRMAN. At that point, if you want 3 suggestion as to the
fact——

Mr. Ecxgrs. I would be very glad, Mr. Ckairman, at any time to
have any suppestion any member of the committes may desire to
make.

THE BUFFOLK BYRTEM.

The CEAIRMAN, In Kew England, under the Seifolk system, which is
erally conceded to be the best banking sysfem on the whole we had
n this eountry before the war, the total specle held in those banks for
circulntion in New England was 134 per cent, and that wonld amount
on $500,000,000 of circulation to $105,000,000. Their specie for loana
and diseounts was A9 per cent, wnd that, on the $4,000,000,000 of
discounts, #1,300,000,000 of national-bank lesna and discounts and
B2, 200,000,000 of State bank loane and discounts, would amount to
£156,000,000, 1 think wa now have of vieible gold #315,000,000. I
thought I would give those figures.

Mr. okrrs. Thank you, Bo theonly thing to judge by, as to what
can be done, is that which the history of the country shows has been done.
There is the fact that before the war, under the then existing Btate
banking systema, properly conduected institutions redesmed their notes
in gold, and wers always furnished the gold necessary for the business
inie.rcs{s of the country. Of course there were a great many institu-
tions which were wholly fraudulent, and there were great logses to note
holders, but that was because of the bad bankivg laws and the reck-
less and dishonest manner in which the individnal bankes which failed
to redeem their notes in gold were condoeted.

Mr, CALDERHEAD, The Government obligations were at a discount
the moat of the time for several vears hefore the war.

My, Eckurs, L do not think the Government ever had any such
obligetions out before the war except in the shape of a comparatively
small amount of Treasury notes during a period shortly after the war
of 1812,

The CrsiEMan, How long were those out?




